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The establishment of the private partnership KKR (Kohlberg Kravis Roberts & 
Co. L. P.) in 1976 marked the birth of the first buyout fund. During next four decades, 
KKR had been developed from North America to Europe, and finally spread to all 
over the world. The leveraged takeover had become a creative M&A (mergers and 
acquisitions ) model that affects the global economy and drives the industrial 
revolution. Nowadays, buyout funds have become a main type of private equity funds 
in North America and Europe, and have been formed a standardized and sustainable 
status of the industrial development in the mature market. The development time of 
buyout funds in China is still very short. The sprouting of buyout funds in China 
started to the reform of state-owned enterprises in 2000. The domestic M&A had 
become an unprecedented wave until 2011, and steped into a period of the 
comprehensive development.. 
The buyout fund is a combination of financial capitals and industrial capitals. In 
the mature capital market, the fundamental source of buyout-fund returns is the 
growth of the value of controlling stakes. The maximization of stock values depends 
on the intrinsic value of enterprises. The value mining and  value creation are the 
natural attribute of buyout funds. However, the understanding of buyout funds in 
theory and in practice is as yet incomplete. Especially, few researches focus on value 
creation modes and value creation effects of domestic buyout funds under the new 
economic situation. Therefore, the research of this paper is of great theoretical and 
practical significance. 
In this paper, we study the value creation mode and effect of buyout funds 
mainly from four parts: 
First of all, we review the background and trajectory of overseas buyout funds. 
The realization of the value creation function of overseas buyout funds is 
characterized by several factors, such as, the global wave of M&A, the 
macroeconomic cycle, the change of financial systems and corporate governance 
structures. During its development cycle, buyout funds have formed a financial 
structure that features stable investor structures, mature contract & organizational 
forms, and high leverages.The high leverage and the acquisition of control is the core 
















endogenous and spontaneous. The high leverage form a "soft constraint mechanism"  
for the management, and pursuit of control effectively reduces the entrustment- 
agency relationship. 
Secondly, we investigate the current situation of the value creation of domestic 
buyout funds. At present, opportunities and challenges of M&A exsit at the same time. 
The transformation of traditional industries, the reform of capital markets, and the 
policy opportunity provide favorable conditions for the realization of the value 
creation of buyout funds. The special macroeconomic and political environment 
create a unique "Chinese-style buyout fund." However, the rapid growth of domestic 
buyout funds also faces several risks, such as the financing, exit, internal agency, and 
transformation of the dilemma. 
Thirdly, we makes a detailed analysis of traditional and emerging value creation 
modes of buyout funds, including holding, participation and "listed company+PE" 
types. The holding type mainly creates the value creation process from the aspect of 
the corporate governance optimization, corporate strategy remodeling, resource 
network sharing and capital operation assistance, and forms the value creation 
mechanism that is from the exploration of market values to the enhancement of 
intrinsic values. The participation type is to provide financial advisors, such as 
financing consulting, merger and reorganization planning, and other financial 
consultancy services, for the M&A leaders (mostly for industrial capital) by virtue of 
their own capital operation experience and network resource advantages for the 
reorganization integration. "Listed companies+PE" type is committed to the 
development of listed company's industrials. Its value creation includes: first, for 
listed companies to broaden financing channels, improve the efficiency to achieve 
optimal allocation of resources to facilitate; second, for underlying enterprises to 
avoid tax, reduce the debt, improve management; third, for investors to lock out in 
advance channels to enjoy the high valuation of A-share market to bring the stock 
returns. 
Finally, we takes domestic listed companies as the research object, and studies 
value creation effects ,influencing factors based on above three types of buyout funds, 
meanwhile we try to research the value creation mechanism of buyout fund of holding 
type . Under the condition of the establishment of buyout funds in listed companies, it 
can bring significant market value to the listed companies in the relatively short term, 















In the buyout-fund holding company model, the investment behavior of the buyout 
fund also makes the listed company's stock price excess returns in the short term, and 
when the financial capital background fund to the listed company to carry out mergers 
and acquisitions when the proceeds higher. For the participation-type fund, because of 
its limited share, it can not affect the strategic decision-making and daily business of 
listed companies, and has a limited impactfor the value creation of listed companies. 
Moreover, the value creation mechanism of holding type  fund is to a certain extent 
improving the enterprise's financial position, effectively reduce the risk of 
insolvency,making a significantly increasing of companies’ market value. 
In conclusion, the article researches the value creation mode, value creation 
effect , the value creation influencing factors and the value creation mechanism of the 
traditional and emerging buyout funds, then obtains the conclusion that buyout fund 
can create value,and puts forward suggestions for construction of insititutional 
environment and policy environment of Chinese M&A market,as well as the 
operation model specification of the native buyout fund. 
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